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BAUCUS
SPEECH TO NATIONAL COUNCIL OF STATE LEGISLATURES
BY TAMARA McCANN
SEPTEMBER 30, 1988
Introduction
o For the Nation's rural areas, the 1980s has been a period of severe
economic stress. During this period, industries which had been the backbone
of the rural economy -- agriculture, timber, mining and routine manufac-
turing -- have deteriorated.
o Rural unemployment has soared, rural incomes have fallen. By every major
standard, rural economies have fallen sharply behind urban economies.
o This represents-a dramatic reversal of trends established in the
seventies, when the differences between rural and urban economies was
narrowing.
o The impact of all this can be seen in population statistics. Rural
-America is losing its most valuable asset -- its people. Young, educated
entrepreneurs are moving out.
o Prior to 1982, rural America had a healthy net inmigration. Since then,
however, we have experienced a net outmigration that has multiplied every
year. The latest data indicate that 1987 will show a net outmigration from
rural America of over 1 million people.
o The facts are clear, rural America is not doing very well. Unless the
federal, state and local governments take action to reverse this trend,
future prospects are dim.
o That is why I am here today. To talk about the prospect of federal
action in the next Congress and what type of legislation we might be able to
expect.
Diversification
o I think everyone here agrees that in order to compete in today's global
economy, rural America must diversify. Congress can help eliminate the
barriers to success to facilitate this diversification. It can devise new
policies and help provide the tools necessary to shift the rural employment
base away from natural resource-based industries to manufacturing and
service industries. Congress must act to help rural America help them-
selves.
o But we all know it's not going to be an easy task. Rural development
problems are very complex. They include lack of adequate telecommunications
infrastructure, poor transportation to and from markets, lack of access to
capital, poverty, inadequate health care, lack of education and retraining
programs, to name just a few. These problems beg for a comprehensive
approach because tackling any one problem will not revitalize rural America.
Politics
o Obviously, what happens next Congress will largely depend on who wins the
Presidency.
o No matter what happens, there will likely be a big change in approach to
solving rural problems. It's likely either President will make a commitment
to the Heartland. Each will probably have a package in this area.
o As we all know, Governor Dukakis has made what he and Senator Bentsen
call the "Swiss cheese economy" a major part of his campaign. He talks
about the split personality of our economy where we have enjoyed an
unprecedented boom on both coasts, but where the Heartland of America --
particularly agricultural and energy states -- is deeply distressed.
o If Governor Dukakis wins, we can probably look to programs he used to
help develop rural Massachusetts as a model for what we may expect from him
as President. With city centers in Massachusetts enjoying economic
prosperity, Governor Dukakis decided to shift the state's rapid growth into
what he called his "Targets of Opportunity." He worked to bend every aspect
of state government to favor his targetted regions. He encouraged the
formation of regional development organizations, with assistance and, at
times, money from the state. He created a special $1 million training fund
for use by businesses moving to or expanding in southeastern Massachusetts.
Dukakis even focused his new research and development effort, the "Centers
of Excellence" program, on the state's distressed areas.
o As we know, the Reagan/Bush Administration has shifted the responsibility
for rural development from the federal to the state and local levels. The
federal policy became one of state and local responsibility with reduced
federal leadership, support and funding. One approach to rural development
Republicans have been advocating for the past several years are the
establishment of"~7t l Enterprise Zones whereby businesses investing in
rural areas wou1d get special tax breaks and regulatory relief.
o The upcoming election can also make a big difference in the makeup of
congressional committees in the House and Senate with jurisdiction over
rural development. If Democrats remain in control of the Senate after the
election, it is likely Senator Leahy will remain Chairman of the
Agriculture Committee. If the Republicans win, Senator Lugar, the current
ranking member may take over. In the House, the Chairman of the
Subcommittee with jurisdiction over rural development, Ed Jones, is
scheduled to retire. We can't predict at this time who will take over his
place as Chairman.
Budget
o As we all know, money will be tight for whomever wins the Presidency or
is charged with developing programs to address rural problems in Congress.
Preferred solutions will be programs that will not cost much money.
o Tradeoffs are involved in virtually every policy and program decision.
Given the constraints on budgets at every level of government, a dollar
spent in one area cannot be spent in another.
o Our public and private sectors need to work together to solve the
problems and challenges facing rural areas. The federal government can help
set the stage for economic development, but then it is up to the state and
local governments and private sector to utilize available tools to the best
advantage in their respective areas.
Legislation in the 100th Congress
o The rural development effort is starting to move in Congress.
o With the rural situation growing worse every year, Congress has responded
by introducing bills to address many of the problems. This Congress, there
were 107 rural development bills of one sort or another introduced. This is
compared with 86 introduced in the 99th Congress; and 66 introduced in the
98th Congress.
o In addition, both Houses have held many hearings and the Senate
Agriculture Committee has even marked up legislation designed to help.
o As you all know, Congress was unable to pass rural development legis-
lation this year, largely because of bickering between those who want
federal rural development programs and those who think the whole effort
should be turned over to the states. There was also general disagreement
over whether Congress should pass omnibus rural development legislation or
legislation with a more narrow focus like the $113 million bill which was
introduced by the Agriculture Committees of both houses.
o The day before yesterday, the Joint Economic Committee held a hearing
which examined prospects for rural development in the 1990s. The hearing
examined the underlying causes of rural economic distress, the availability
of credit necessary to revitalize rural businesses and communities and the
need for investments in rural infrastructure.
o This hearing was a part of a broader review of rural economic development
which includes a two-day symposium sponsored by the Congressional Research
Service going on at this very moment.
The Future
o The best way to try and predict what kind of legislation may be con-
sidered next Congress is to look at components of legislation that has been
introduced this Congress.
o There are generally three approaches Congressional leaders have used to
help rural America get back on its feet: (1) the Leahy/Jones narrow, more
agriculture oriented approach; (2) the rural enterprise zone approach which
has been proposed by Senator Danforth; and (3) the infrastucture approach
which is the approach Senator Baucus is taking to address the problem.
Leahy/Jones Approach
A majority of the bills introduced have taken the first approach.
These bills have, among other things, called for a special assistant to the
President to coordinate rural programs in the executive branch; and would
rename the Department of Agriculture the Department of Agriculture and Rural
development.
o Several of the bills would establish a new rural development agency
within the Department of Agriculture to ccordinate and administer all
programs for developing rural America.
o In additon, the bills would establish a number of grants to be matched by
state controbutions for activites supporting private business enterprise;
developing technical and entrepreneurial training assistance, community
leadership and infrastructure development; and for developing new approaches
to international business and trade.
o Other provisions would establish a revolving loan fund to be placed
either at Treasury or SBA or USDA for rural business development.
REZ Approach
o The second approach I described is the Rural Enterprise Zone approach.
Senator Danforth introduced legislation that would establish 45 federal
rural enterprise zones to help state and local development efforts.
o Under his legislation, rural enterprise zones would receive priority for
federal assistance, while bsuinesses that locate or expand within designated
zones would be eligible for federal tax and regulatory benefits.
o Tax incentives in his bill include the following: (1) businesses would
receive a tax credit for REZ employment; (2) businesses would be able to
enjoy deferrals of gain or loss with respect to investment in tangible
property; and (3) use of small-issue industrial development bonds to finance
commercial activities would be permitted.
o In addition, his bill would allow for waiver or modification of any
agency rules and regulations in a REZ as long as they don't adversely affect
health, safety, civil rights or the environment.
o Finally, REZs would receive priority in designation of fireign trade
zones.
o Senator Danforth would also require substantial commitments from state
and local governments for REZ areas. These commitments include lowering
taxes, increasing services and reducing regulations.
Infrastructure Approach
o Senator Baucus, as Chairman of the Rural Economy Subcommittee of the
Small Business Committee, has held five hearings during this past Congress
on problems facing rural America and possible solutions to those problems.
The hearings showed that the major problems are transportation, telecom-
munications, capital formation and education and retraining. The Senator is
currently developing legislation to address each of these areas. His
approach will concentrate on providing tools necessary to build a positive
business climate in rural areas.
o To explain more completely, Baucus legislation will concentrate on four
areas:
1. Transportation. Senator Baucus believes access to high quality
transportation system is critical to business location decisions. Since
deregulation of air service and the railroads, rural areas have been placed
at a distinct disadvantage in getting their goods to market. i(' r I
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The effects of airline deregulation on rural areas are of particular gY's'
concern to the Senator. Rural areas have experienced instability and
deterioration in service, as well as significant fare increases. While we
don't yet have a proposal to talk about, we are currently studying a number
of ways to bring better air service to these areas. One approach may be,
for example, to expand the Essential Air Service program to require Jet
service to cities with certain populations. /s 4cv J et $*,4 A
2. Telecommunications. A second priority of Senator Baucus is to j I/s
improve the telecommunications infrastructure in rural areas. He believes
it is essential that rural America has digital switching and services
comparable to those in urban areas in order to compete efficiently in
today's information age economy. We are looking into the possibility of
establishing a revolving loan fund at the Rural Electrification
Administration targetted to developing state-of-the-art telecommunications
technologies in rural areas.
3. Capital Formation. Third, the Senator is concerned about the lack
of access to capital for business formation in rural areas. We are looking
seriously at the rural enterprise zone approach, as well as guarantees or
subsidies to address this problem.
4. Education and Retraining. Fourth, is access to technology,
education and retraining. We will be looking at ways to ensure that rural
areas have access to new technologies as they are developed and that
businessmen and women will have adequate training to use the new tech-
nologies once they are made available. In addition, we willbe looking at
ways to provide management, accounting and marketing assistance to businsses
in rural areas so that they will have a better chance of success.
Conclusion
o As you can see, Congressional players have taken a variety of different
approaches to the rural development problem. I know that I and other
staffers will be working on legislatrion over the next couple of months
while Congress is not in session to address the rural problem.
o My advise to you is to get in early with your ideas on provisions that
should be included in rural development legislation so that they can be
incorporated into bills to be introduced early next January. Senators go
off to campaign, but the staff stays in Washington developing ideas.
o I look forward to your input.
